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Part I: Executive Attitudes Toward Locating 


Plants in 





Interviews with executives of 78 large con- 
cerns with headquarters outside of New Eng- 
land reveal that only 17 per cent had a favor- 
able attitude toward the region as a location 
for their company. Another 13 per cent had a 
favorable opinion of New England, but not for 
their company. Twenty-eight per cent had | 
generally unfavorable attitudes. Executive at- 
titudes toward Massachusetts and all of New 
England were usually the same. Executives 
seldom differentiated between the six New Eng- 
land states in their discussions. 

This article discusses the major findings of a 
survey of executive attitudes toward New Eng- 
land and the reasons for these opinions. A sub- 
sequent article will discuss how location 
decisions are made and the effectiveness of 
various industrial development methods. 











New EncGLaNp communities, chambers of commerce, 
state agencies, and public utilities have intensified their 
industrial development activities in the postwar period. 
These groups have used a variety of methods in an 
effort to obtain new manufacturing jobs. Which tech- 
niques have been most effective? Which ones have 
failed? What are the best targets for industrial develop- 
ment efforts? How can these targets be best brought 
into range? How do concerns contemplating new plants 
go about selecting new locations? What types of infor- 
mation and assistance do they want? 

None of these questions can be answered categori- 
cally. Different areas offer diverse advantages for vari- 


1The interviews were conducted by Donald R. Sohn, Research Associate at 
Harvard Business School and Louis B. Barnes and John B. Stewart, instructors 
at Massachusetts Institute of Technology. The study was also sponsored by the 
Massachusetts Department of Commerce, the New England Electric System, the 
New England Gas & Electric Association, the Western Massachusetts Electric 
Company and the New York, New Haven ‘and Hartford Railroad. 





2See “New Manufacturers’ Experience in New England,” Monthly Review, Fed- 
eral Reserve Bank of Boston, September 1955. 
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ous types of manufacturers. Promotion techniques 
which are effective with some manufacturers are ineffec- 
tive with others. Nevertheless, some techniques have 
generally proved more effective than others. 

To provide some guidance for groups engaged in in- 
dustrial development activities, this bank joined with 
other groups to sponsor an interview survey of execu- 
tive attitudes toward locating a plant in Massachusetts 
or New England.! The study was designed as a“‘ market 
analysis” so that development activity could be directed 
to the individuals who are the most likely to make loca- 
tion decisions and could take into account existing 
attitudes toward the areas to be developed. 

The study was deliberately focused on thé decisions 
of large concerns. New branch plants of multi-unit 
firms, expansions of single-unit manufacturers, entirely 
new concerns, and relocations have all provided a sub- 
stantial number of new manufacturing jobs in New 
England in the postwar period. But branch plants have 
probably provided the largest number of new jobs and 
may be expected to continue to do so. New branch 
plants also provide the fastest and most dramatic 
growth in employment. Another study? indicates that 
new branch plants of multi-unit concerns which were 
established in New England during the 1945-48 period 
enjoyed a greater degree of success than entirely new 
firms or relocations. 

The process of selecting sites for new plants has be- 
come more scientific in the past 20 years. Nevertheless, 
it has not been reduced to a completely scientific process 
in any concern. Even those firms which try to make 
detailed investigations before choosing new locations 
frequently find that circumstances prevent them from 
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No. of Concerns 
Topic Favorability Expressing 
‘atio! Opinion 
Access to Foreign Markets... . All favorable 
Transportation sane Tekst 6.5 16 
Labor Skills. ne ahekees 4.7 35 
Research Facilities... ... 45 15 
Power Availability ond Cort. 4.0 10 
Living Conditions. : ; 3.0 13 
Labor Productivity. . tae 28 15 
Industria! Climate. ........... 2.3 30 
Labor Wages... 1.6 14 
State and Gad Toxes . eet 0.8 23 
Massachusetts People. ....... 0.5 18 
ESRI tea 0.5 15 
prweegs ae rere 0.4 14 
r History. 0.4 42 
Market and Raw Materials. 0.3 48 
Available Buildings.......... 0.1 30 
Net Effect of Textile Decline... 0.1 27 
Management Thinking. ...| None favorable 21 
ALL FACTORS COMBINED... ‘| 0.8 





tNumber of concerns expressing loveable attitude divided by number 
expressing unfavorable attitude. 





making as detailed a study as they would like. In addi- 
tion, many concerns still do not use the full range of 
techniques which make industrial location decisions 
more scientific. For some companies, plant location is 
largely a subjective matter. The attitudes of key ex- 
ecutives, therefore, are extremely important when 
concerns start deliberations on sites for new plants. 

Because of the importance of new branch plants, and 
because the opinions of key executives often have a 
great influence in the process of deciding upon new 
locations, all of the interviews in the survey were held 
with senior executives of prominent multi-unit concerns. 
Interviews were conducted with the men most directly 
involved in selecting new locations for 73 large multi- 
unit manufacturing concerns with headquarters and 
major plants located outside of New England. Five non- 
manufacturing concerns well versed in industrial devel- 
opment methods were also interviewed — two public 
utilities, a bank, a location-consulting firm, and a re- 
search company. 

The information obtained in the depth interviews 
provides partial answers to other questions. Most of 
the men interviewed expressed an attitude toward all 
New England. They commented on the effectiveness of 
various industrial development techniques. They also 
indicated the type of assistance they want when con- 
sidering locations for new plants. This article discusses 
the major findings of the study of executive attitudes. 
A subsequent article will discuss the effectiveness of 
various industrial development techniques in the light 
of this survey. 


What Executives Said 


Only 17 per cent of the executives expressed a gen- 
erally favorable opinion of Massachusetts and New 
England as a location for their company. An additional 
13 per cent had a favorable attitude toward Massa- 
chusetts and New England, but not for their concern 


‘for a variety of reasons. Twenty-eight per cent were 


largely unfavorable in their attitudes. Twenty per cent 
of the executives had mixed reactions. The remainder 


Review 


did not know enough about the factors involved to ex- 
press an opinion. 

An accompanying t table summarizes the attitudes of 
the executives interviewed toward eighteen major topics 
on which they commented regarding a New England 
location. None of the executives expressed an opinion 
on all eighteen factors. Because of this, and to depict 
clearly the outstanding favorable and unfavorable fac- 
tors, “favorability ratios” were calculated for each of the 
eighteen topics by dividing the number of companies 
expressing a favorable attitude on each topic by the 
number seeing that topic as unfavorable. 

The most frequent objection given to Massachusetts 
or New England as a plant site was that it is a poor lo- 


‘ cation from which to serve either the national market or 


the areas of highly concentrated population. Several ex- 
ecutives did not object to a Massachusetts location, but 
could see no marketing reason why their company 
should have manufacturing facilities in the state. They 
regarded the New England market as a limited one — 
not large enough to justify a-plant for their concern in 
the area. Some executives expressed a preference for a 
growing market and said they thought that the New 
England market was a declining one. 

Not all comments regarding markets in New England 
were unfavorable. Ten executives believed they could 
satisfactorily service their company’s markets from a 
Massachusetts location. 

More comments were obtained from executives re- 
garding labor history, skills, wages and productivity 
than any other factor. With respect to the labor history 
of New England, negative opinions outweighed the 
positive. Much of this attitude appears to be based on 
misinformation or on strikes which occurred long ago. 

Many executives who commented unfavorably on 
Massachusetts labor associated their thoughts with the 
textile and shoe migrations. On the other hand, some 
executives believed that labor had learned a lessén from 
the migration of some manufacturers and would now be 
more stable-and efficient than that in other parts of the 
country. A few executives objected to Massachusetts 
labor because “it is set in its ways.” 

Several executives who showed negative dispositions 
toward Massachusetts labor based their objections 
largely on their feelings that the state is strongly 
unionized, implying that they do not want to get in- 
volved with unions. Others, however, said they had 
experienced no union trouble in Massachusetts. 


Massachusetts Labor Believed Highly Skilled~ 


The executives interviewed had a definite impression 
that Massachusetts labor is highly skilled. Opinions on 
wages, “labor costs,” and productivity were divided, 
but executives in companies which had plants in Massa- 
chusetts or which had investigated the state for plant 
location were much more favorably inclined than those 
who had little or no experience with Massachusetts 
labor. 

The availability of satisfactory industrial buildings 
in Massachusetts was generally considered very poor. 
Available buildings were believed to be mostly of textile 
mill type construction. Most executives said that multi- 
storied buildings were unsatisfactory for the needs of 
their company. 
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The industrial climate of New England was consid- 
ered favorable by more than two-thirds of the executives 
who commented on this topic. But the conservatism of 
New Englanders was more often seen as a “lack of 
progressiveness” than a sign of stability. As one execu- 
tive put it, industrial activity in Massachusetts has lost 
the vigor of rapid progress and has just “a little bit gone 
to seed.”” Another executive, however, commented, “At 
the same time, the financial community in New Eng- 
land is beginning to recognize its responsibilities. But 
the enthusiasm to rebuild New England has to get down 
to the Indians and not be just thinly spread among 
the Chiefs.” : 

Politics in Massachusetts, particularly in Boston, 
have left a poor impression on many, though not on all, 
of the executives who referred to the state’s political 
climate. This unfavorable impression stems largely from 
reactions to former “shady political activities.” 

Most of the men interviewed were not familiar with 
the Massachusetts tax situation. Those who were did 
not agree as to how “ good” or“ bad” the tax picture is. 
Among the four states which were directly compared in 
these interviews, there was a feeling that tax severity 
was greatest in New York, followed by Massachusetts, 
Ohio, and finally Mississippi. 

Among the 26 executives who commented on the 
migration of textiles from New England, 21 felt that 
New England's reputation had suffered because of it 
and that the area was declining. 

For comparative purposes, executives were specifi- 
cally asked for attitudes on three other states — Ohio, 
New York, and Mississippi — in addition to Massa- 
chusetts. The executives were not satisfied with any of 
these states. None received a completely clean bill of 
health. 

A comparison of attitudes toward New England by 
executives located in the Mid-Atlantic states and the 
Midwest, as depicted in an accompanying chart, shows 
that a larger proportion of executives located in the 
New York, New Jersey, Pennsylvania area had a favor- 
able impression of New England and a smaller propor- 
tion had an unfavorable impression than of those located * 
in the Midwest. This may be because they are more 
familiar with the facts. 


Reasons for Attitudes 
Toward New England 


Less than one-third of the key executives of the 
national firms interviewed are favorably disposed to- 
ward a New England location. Furthermore, almost as 
many have an unfavorable attitude toward Massachu- 
setts and New England as have a favorable opinion. 
Examination of the reasons for these attitudes, as dis- 
closed in the interviews, shows a considerable amount of 
logic in their thinking. They may have studied a pos- 
sible location or the availability of a particular raw 
material in the region. But close examination of their 
reasoning also indicates that very few were well in- 
formed about the economy of New England. Many let 
knowledge of one or a few factors color their attitudes 
toward other location factors. In addition, many execu- 
tives based their opinions on conditions and events 
which occurred in New England far in the past. 

New England has been expanding in population, 
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total employment, income, consumer spending, saving 
and other statistical measures of economic well-being. 
But still several executives said they thought that New 
England was declining or not growing. How can such 
an attitude be explained when it is in direct conflict 
with the facts? ‘ 

One obvious explanation is that these executives were 
never exposed to all of the facts. Almost without excep- 
tion textbooks on economics or economic geography, 
when discussing New England, emphasize migration of 
the textile industry from New England to the South. 
Throughout the country students have at least been 
taught that New England lost much of its textile in- 
dustry. Unfortunately, there doesn’t seem to be space, 
nor is it too important, perhaps, to present the com- 
plete story of economic changes in just orie of the 
nation’s regions. The unhappy result is an incomplete 
and one-sided presentation and viewpoint of the region’s 
economic position. 

This situation points up a need for an up-dating of 
the information presented about New England in books 
and classrooms throughout the country. Within New 
England some progress in this direction is being 
achieved by the Greater Hartford and the New England 
Economic Education Councils. Through their work 
several hundred schoolteachers have been brought to- 
gether in three-week workshops and exposed to up-to- 
date information about economic developments in their 
community, region, and nation. 

Descriptions of current economic developments in 
New England often create further distorted impressions. 
Changes in population, industrial activity, income, and 
other economic measures of various regions are fre- 
quently expressed as percentages of the national totals 
in popular presentations. New England, being one of 
the oldest and most fully-developed regions of the 
country, has not grown as rapidly in recent years as less 
well-developed areas. Because of the method of presen- 
tation, it is easy to get the impression that New England 
is declining in an absolute rather than a relative sense. 

The attitudes revealed by the survey indicate a need 
for better balance and greater clarity in presentation of 
New England economic news. Newspapers, magazines, 
and other public information media might well receive 
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and present more complete information about the New 
England economy. 

Perhaps even more helpful than presenting more com- 
plete information about New England to executives 
located outside the region would be efforts to help them 
obtain firsthand knowledge about New England. An 
accompanying chart shows that a much larger propor- 
tion of executives who had lived in New England had a 
favorable attitude toward the region than executives 
who had not lived in New England. Similarly, among 
executives who had production experience in New Eng- 
land, 35 per cent were generally favorable toward the 
region, while only 28 per cent of the executives of con- 
cerns without production facilities in the area had a 
favorable opinion. 

Manufacturers are alert to participate in the rapid 
growth of new areas. Rapid strides in manufacturing 
employment signal new markets. Partly because of the 
loss of textile jobs, New England has not had the dra- 
matic growth in total manufacturing employment that 
some areas with little or no manufacturing 20 or 30 years 
ago have had. As a result, it receives less favorable 
attention in executives’ thinking. 

Many New England communities which depended 
heavily on the textile industry for manufacturing jobs 
have suffered severely. While jobs in other industries in 
these communities have increased, this has not occurred 
overnight. Furthermore, increases in employment have 
not always occurred in the same communities which 
lost textile jobs. The economic distress of textile com- 
munities has received widespread publicity which left 
an impression on several of the executives. The inter- 
views revealed that these impressions have affected their 
attitude toward all of New England. 

Another erroneous idea found in the minds of many 
executives was that wage rates in Massachusetts are 
high. Actually, average hourly wages in Massachusetts 
were above the national average in 1954 in only five 
out of the 19 major manufacturing industries. Here 
again, an impression gained from the textile industry 
has spread into other fields where the facts’do not 
warrant it. 

Once established, existing attitudes tend to grow and 
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develop overtones which are without justification. For 
example, one executive said, “New England has lost out 
due to the migration of the textile industry to the South. 
The other big industries are those metal plants which 
have also migrated. We get such information from our 
customers that such and such an industry is down and 
moving out.” The fact that metalworking employment 
in New England has expanded by about 90 per cent 
since 1939 indicates the degree of error in this execu- 
tive’s mind. But the important element of the quota- 
tion is the testimony as to how businessmen acquire 
their impressions from others. 

It emphasizes that attitudes of businessmen outside 
New England are never likely to be more favorable to 
the region than the attitudes held within the region. 
New England businessmen have something to gain by 
taking on some of the dash and enthusiasm displayed 
by businessmen from some competing areas. 

A large part of the blame for the negative attitude 
and erroneous thinking toward the region rests squarely 
on the shoulders of New Englanders. In general, em- 
phasis on short-run problems facing the region has been 
allowed to smother recognition of the longer-run transi- 
tion which the economy has gone through and is still 
going through. New Englanders seem to be more in- 
clined to grumble about industrial aspects of their 
region than businessmen from other sections. 


Importance of Existing Attitude 

Regardless of the reasons or the accuracy of the 
reasons for the unfavorable attitude toward Massa- 
chusetts and New England in the minds of many ex- 
ecutives, the existence of the attitude is important. Lo- 
cation decisions are not based entirely on objective in- 
vestigation and analysis. Unfavorable attitudes make 
some executives initially unwilling even to consider 
New England when starting a search for new plant 
locations. 

An unfavorable attitude toward New England makes 
the job of industrial development agencies in the region 
much more difficult. They must think of ways to over- 
come unfavorable opinions toward their area before they 
can even begin to present the facts. And even if they 
succeed in gaining a hearing they will have to do a more 


F oesesun Sehgenned affects attitudes teward locating intensive job to convince skeptical executives that - 
bi Siadasihdd nical are Malan. New England location is warranted than would indus- 
trial development people from an area toward which 

— the executives are favorably disposed. =< 
r New Englanders can take action to remove or lessen 
| UNFAVORABLE the impact of man-made factors which manufacturers 
20, find objectionable. For instance, local zoning ordinances, 
| which some executives found difficult, can be made 
DONT KNOW more acceptable to industry and still protect the com- 
7 iiiae munity. Efforts could also be made to bring the bur- 
i ———— dens of tax and other laws into line with those imposed 
40: = ne Sa in competitive states. Greater recognition by the general 
i. (iets aun sane public of the importance of manufacturing in New Eng- 
at FOR OWN COMPANY land is another need. Several executives commented 
| FAVORABLE that manufacturers are not welcomed and assisted in 
; 8 a Et” many New England communities the way they are in 
————_ memes less industrialized areas. But this line of thought leads 
cmetné utes to a consideration of techniques of industrial develop- 
. ment as suggested by this survey. That will be the sub- 

ject of a subsequent article. 
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Housing Ace 


AMERICANS have been on a home-building spree during 
1955. Their inclinations have been activated by wide- 
spread employment at rising wage levels, by availability 
of mortgage credit at liberal terms, but most of all by 
the urge for ownership of small but attractive homes 
removed from congested urban centers, yet within con- 
venient commuting distance by private automobiles. 
Then, too, population growth requires additional hous- 
ing for between two and three million people each year. 
In consequence, 1955 should set a new record for value 
of new residential construction. In number of dwelling 
units started, it is likely to rank second only to 1950, 
when building costs were much lower. 

The value of new private nonfarm residential con- 
struction in the nation for the first ten months of 1955 
was $13.7 billion, a 25 per cent increase over that for 
the corresponding period of 1954. This figure includes 
$1.1 billion for additions and alterations, but excludes 
outlays for maintenance and minor repairs. It also ex- 
cludes $218 million for public housing, the relative 
importance of which has been decreasing. On a season- 
ally adjusted basis, these figures indicate 1955 private 
nonfarm residential construction activity at a rate of 
about $16 billion. Comparable outlays for 1954 and 1950 
were $13.5 and $12.6 billion, respectively. 

Privately financed dwelling units started in the nation 
during October numbefed about 106,600. This com- 
pared with 111,700 started during September, and with 
110,500 started during October 1954. There are indi- 
cations of a decline from the unusually high rate of starts 
in earlier months. Nevertheless, results from the first 
nine months of 1955 point to a seasonally adjusted 
annual rate of 1,330,000 starts, which will well surpass 
the 1,201,700 starts of 1954 and approach the 1950 
record of 1,352,200 starts. 

Contract awards also point out the magnitude of the 
current home-building spree. F. W. Dodge Corporation 
reports show residential building contracts yalued at 
$8,748 million were awarded during the first ten months 
of 1955 in the 37 states east of the Rocky Mountains. 
This exceeded by 24 per cent the figure accumulated 
during the first ten months of the previous record year, 
1954. Each month from January 195-4 through August 
1955 showed a greater volume of residential contract 
awards than did its corresponding month of a year 
earlier. September and October 1955 figures, -however, 
showed some contraction from comparable months 
of 195+. , 

-New Englanders have also been participating in their 
biggest and longest building splurge since the 1920's. 
Since 1949 the ten million persons in New England have 
built 250 thousand new dwelling units, and the boom 
continues. The $505 million of residential contracts 
awarded in New England during the first ten months of 
1955 were 2.5 per cent greater than those for the com- 
parable period of 195. Totals for September and Octo- 
ber 1955 were less than comparable figures in 195-4, 
similar to the nationwide experience. 

The trend continues towards one-family houses. Of 
the contracts awarded for residential construction in 


NOVEMBER 1955 — 


omp! ishments 


New England during the first ten months of 1955, 93° 
per cent in value was for one-family homes. Comparable 
percentages were 88 for the full year 1954, 78 for 1953, 
and 73 for 1950. 

These one-family homes this year have tended to be a 
little larger, although not so large as those of the im- 
mediate postwar period. The average new single home 
in New England during the first ten months of 1955 had 
average floor space of 1,260 square feet. During the 
years 1952 to 1951 the averages ranged from 1,183 to 
1,206 square feet. Annual averages from 1916 to 1948 
ranged from 1,340 to 1,390 square feet. 

New home builders are increasingly seeking the better 
environments and greater space that are afforded in the 
outer fringes of metropolitan areas. Statistics of build- 
ing permit applications indicate, for instance, that home 
building activity is relatively much greater in suburban 
towns from ten to 20 miles from downtown Boston than 
within its municipal limits or those of its contiguous 
suburbs. 


Increasing Building Costs 


There has also been a persistent trend to higher con- 
tract prices for these new one-family homes in New 
England. The average contract price of about $12,500 
in 1955 is well above those of $11,700 in 1954 and of 
$9,650 in 1950. These increased prices outrun whatever 
increases have occurred in the size of the homes. To 
some extent they may reflect a growing practice of in- 
cluding appliances in the cost of new homes. To a 
greater extent they reflect increased building costs. 

Costs of building materials have been among the most 
buoyant of commodity prices recently. From the begin- 
ning of 1950 to October 1955, the general wholesale price 
index rose 14 per cent. During the same period the 
general index of building material prices rose 26 per 
cent. For the last four months to October 1955, in- 
creases were one per cent for general wholesale prices, 
but four per cent for building material prices. 

Mortgage credit in plentiful supply and on liberal 
terms has made possible the construction and marketing 
of this huge mass of new homes. Mortgage debt on one- 
to four-family nonfarm houses in the nation is estimated 
to have risen by 17 per cent to $82 billion in the year 
ending June 30, 1955. Savings and loan institutions, 
commercial banks, mutual savings banks, insuranée 
companies and other lenders participated in this un- 
precedented extension of real estate credit, in the form 
of FHA, VA and conventional mortgages. 

The inflationary potentialities inherent in this rapid 
expansion have been recognized, and steps have been 
taken with the objective of warding off speculative 
excesses without interfering with the orderly flow of 
credit funds. Beginning in August, FHA and VA mort- 
gages were subjected to maximum maturities of 25 years 
and increased down payment requirements. Lenders are 
scanning applications more carefully. The supply of 
credit appears to be tighter with respect to demand, 
but can be readily loosened if necessary to encourage 
orderly growth of home construction. 


‘Pages 





uma narecctemnattian 2 


Spending and Si: avin’ Set New 


CONSUMER SPENDING, @ major factor in the current high 
level of economic activity in the nation, has been sup- 
ported both by the rising level of personal incomes and 
the record volume of consumer credit. New England 
has proven no exception as retail sales for the first nine 
months of this year exceeded those of the corresponding 
period of 1954 by about ten per cent. High incomes 
enabled New Englanders to spend record amounts and 
still maintain the region’s reputation for thrift. Per 
capita liquid savings in New England reached record 
levels in 1955, about five per cent above those of 1951. 

Consumer durable goods, particularly automobiles 
and major household appliances, were much in demand 
this year. Sales of soft goods generally exceeded year-ago 
levels but not to the extent that sales of durable 
goods did. 


Car Sales Spark Retail Volume 


Yankee retailers turned in a better performance dur- 
ing 1951 relative to 1953 than their counterparts in the 
rest of the nation, so their sales volume this year has 
not shown quite as large year-to-year increases as in the 
country as a whole. Nonetheless, the gains have been 
important and retail volume for the year is headed for 
new records. Perhaps the most striking feature of the 
sales gains made this year has been the number of 
automobiles, both new and old, that have been sold. 
New cars registered in New England during the first 
nine months of this year were 22 per cent more numer- 
ous than during the same period of 1954 and 23 per cent 
higher than in the corresponding period of 1953. Dealers 
have been able to dispose of most of the 1955 models on 
hand at changeover time and the 1956 models appear to 
be doing well in initial selling. The number of new cars 
registered in New England during September was 50 
per cent greater than a year ago, and preliminary data 
for October also indicate large year-to-year gains, which 
may be due in part to earlier introduction of new modely 
this year. In the meanwhile, used cars have moved well. 
In Massachusetts, used car registrations cumulated 
through September were 2+ per cent greater than for 
the same period of 1951. 

New England's department stores have bettered last 
year’s record sales level so far this year. Sales for the 
first ten months of the year were four per cent greater 
than for the same period a year ago, with merchants 
anticipating an excellent Christmas shopping season. 
At the end of October, department store sales in eight of 
the nine. New England cities for which data are avail- 
able matched or exceeded the sales for the first ten 
months of 1954. The lone exception was New Bedford, 


- where sales lagged by only one per cent. Large year-to- 


year gains made by stores in the suburban areas of Bos- 
ton continue to reflect an increasing consumer prefer- 
ence for shopping in the more casual surroundings in 
the suburbs. In Lowell, a substantial gain in sales re- 
flects an improvement in employment. 

All the major departments of New England's depart- 
ment stores except those selling piece goods and house- 
hold textiles had sales gains for the first nine months 
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of 1955 with the largest gains occurring in the Home- 
furnishings Department. The 19 per cent year-to-year 
gain in sales of major household appliances during the 
nine-month period reflects both strong consumer de- 
mand for these items and a marked improvement in 
department store competition for the market for such 
items, inasmuch as this gain is larger than that for re- 
porting household appliance stores. The Housewares 
Department, selling such items as small appliances 
and kitchen utensils, rang up sales ten per cent greater 
than a year ago. Furniture sales were six per cent larger. 
Sales of the Radio, Phonograph and Television De- 
partment showed improvement during the summer, but 
fell off again in September and were five per cent below 
195 volume at the end of that month. 

Among the apparel departments, those catering to 
children made greater gains compared with last year’s 
figures than did most of those selling adult items. Major 
exceptions are the departments selling furs, sportswear, 
and aprons, housedresses, and uniforms. Dress sales 
have been stronger than have sales of coats or suits. 

Main store sales compared more favorably with those 
of last year than did sales of the basement store. This 
experience reflects the higher income level of consumers 
this year and an accompanying greater emphasis on 
quality than on price. 


Consumer Credit Iniportant Prop 


The high and expanding volume of consumer credit 
has been an important factor in boosting the level of 
retail sales this year. Each month this year has seen 
larger extensions of consumer credit than repayments at 
New England’s banks, credit unions, and consumer 
finance companies. At the end of September, the volume 
of consumer credit outstanding at these financial institu- 
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tions was 16 percent above that of a year ago. A large 
part of the increase has been in automobile loans, 
needed to finance the record level of sales. Instalment 
accounts receivable of New England's department 
stores were also 16 per cent above those of September 
1954, reflecting both the expanded sales of homefur- 
nishings and an increased use of revolving credit ac- 
counts in the purchase of apparel and other soft goods. 
In spite of the increased use of credit, delinquency rates 
remain at low levels. Collection ratios at department 
stores show little change from year-ago levels while 
those of the financial institutions are running only 
slightly below those last year, a time when repayments 
of debts were close to and sometimes exceeding exten- 
sions of new credit. 


Liquid Savings Mount 


Despite heavy spending during 1955, New Englanders 
have added considerably to their savings. During the 
first six months of 1955, they increased their fund of 
liquid savings by about $535 million, compared with an 
increase of $559 million in the same period of 19542 
Liquid savings in New England totaled approximately 
$18.5 billion by mid-1955. 

The growth in the volume of savings in New England 
from the end of 1954 to mid-1955 was 3.0 per cent, 
whereas in the United States it was 3.4 per cent. The 
national growth reflects a greater population increase 
than New England has experienced. On a per capita 
basis the increase in savings in New England was larger 
than in the nation. Unfortunately there are no regional 
figures available to show investments in other types of 
saving. It appears probable that people in other parts 
of the country, especially the faster growing areas, are 
more inclined to put their savings into other types 
of investments. 

Liquid.savings per person in New England rose from 
$1,858 in December 1954 to about $1,895 by mid-1955. 
They are expected to reach $1,950 by the end of the 
year if the rate of savings remains steady. Nationwide 
figures revealed that savings per person rose from 
$1,296 at the end of December 1954 to $1,307 it mid- 
1955. From present indications they may reach a total 
of $1,350 by the end of the year. 

Savings accounts continue to be New Englanders’ 
preferred medium for liquid savings. At mid-1955 almost 
65 per cent of these savings were in the form of mutual 
savings bank deposits. Time deposits at commercial 
banks, shares in savings and loan associations, and 
cooperative bank accounts made up the balance. In 
New England the competition of mutual savings banks 
and cooperative banks has forced commercial banks 
into a higher rate of return on time. deposits than in 
other parts of the country. This has been a large factor 
in stimulating the increase in this form of saving. 

Per capita deposits at mutual savings banks in New 
England were $740 at the end of June 1955, compared 
with $716 at the end of 195-4. Time deposits at commer- 
cial banks amounted to 3209 per capita in mid-1955, 
the same figure as at the end of 1954. 


ULiquid savings, as used in this article, include deposits in mutual savings banks, 
time deposits in commercial banks, savings capital in savings and loan associa- 
tions and couperative banks, E and H United States savings bonds, and life 
insurance equities. Postal savings deposits have been omitted. _ 
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Nationally, savings accounts come second in in- 
vestors’ preferences to life insurance. Commercial bank 
time deposits and savings and loan association shares 
are more favored than mutual savings bank accounts 
since there are 31 states in which mutual savings banks 
do not exist. Per capita holdings of time deposits were 
$293 at the end of 1954 and $292 by June 1935. 

Share accounts at savings and loan associations and 
cooperative banks have shown the fastest rate of growth 
of any of the savings media, both in New England and 
the nation. At the end of 1954 per capita holdings were 
$169 in the United States and $184 in New England. 
Nationally these accounts were $181 in June 1955 and 
were estimated at $193 in New England. a 

In New England the second largest share of liquid 
savings is in life insurance equities. These amounted to 
3483 per person on December 31, 1954 and were about 
$490 by June 1955. Nationally, life insurance equities 
are the most important type of savings. On a per capita 
basis such holdings showed only a very slight rise to 
$431 by mid-year from $430 at the end of 1954. 

Series E and H United States savings bonds claim the 
third largest share of savings in both New England and 
the United States. By the end of 1955 per capita hold- 
ings of these bonds in New England are expected to 
decline to $263, compared with $266 at the end of 1954. 
Nationally, the per capita holdings at the year end are 
expected to be $242 compared with $240 at the end of 
1954. Redemptions of Series E bonds continue to exceed 
sales in New England while the reverse is true nationally. 
The accumulated interest on the E bonds and very low 
redemptions of H bonds in relation to sales have com- 
bined to keep the outstanding volume of E and H 
bonds fairly stable. 

Consumer spending in New England appears likely 
to reach a record volume for the year, with sales of auto- 
mobiles and other consumer durables pacing the gains. 
At the same time, New Englanders boosted their hold- 
ings of liquid savings. Extensive use of credit has en- 
abled New Englanders to increase their spending and, 
at the sume time, add to their savings. 
1955 
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Casu assets, loans, and deposits of commercial banks 
in New England increased substantially in the third 
quarter, according to reports submitted as of October 
5th by member banks in the district. These increases 
were in part seasonal but they also reflected the expan- 
sion in general business which continued during the 
third quarter in New England. Holdings of United 
States Government securities and other securities re- 
mained approximately unchanged as decreases among 
the Boston banks were offset by increases among other 
first district member banks. Capital accounts continued 
a steady growth rate. 


Most Loans Rise 


Total loans of district member banks increased almost 
five per cent during the quarter and slightly exceeded 
the rate of growth in the nation. The pattern of district 
loan growth was generally about the same as the na- 
tional pattern and increases were reported in all im- 
portant groups. 

Business loans. Most of the business loan growth in 
the district occurred at Boston banks but banks outside 
the city also reported increases. All categories of busi- 
nesses shared in the increased borrowing, with the 
largest amounts going to trade concerns, public utilities 
and textile, food, chemicals and rubber manufacturers. 
Signaling a general increase in short-term borrowing 
costs, the prime loan rate was raised at the leading 
banks by 14 of one per cent in August and again in 
October, reaching 314 per cent, the highest level since 
the early 1930's. 

Consumer loans. Total other loans to individuals of 
district member banks on October 5 were $40 million 
higher than on June 30. About a half of this rise was 
accounted for by automobile instalment paper. Terms on 
automobile purchases continued to ease slightly in the 
district during the third quarter as average down pay- 
ments were reduced and maturities lengthened. There 
was little change in instalment cash loans but single- 
payment loans to individuals increased over $20 million. 

Real estate loans. Demands for real estate credit 
were strong during the third quarter and district mem- 
ber banks increased real estate loans at a fairly rapid 
rate. Almost the entire rise was accounted for by 
conventional loans on residential property and on com- 
mercial properties. Mortgages guaranteed by the Fed- 
eral Housing Administration and the Veterans Admin- 
istration remained about unchanged. At the present 
time almost three-fourths of outstanding loans of dis- 
trict member banks on residential property are con- 
ventional loans, as compared to a nationwide proportion 
of less than 50 per cent. 


Divergent Investment Changes 
Total member bank holdings of United States Goy- 
ernment securities declined only slightly from June 30 
to October 5 as reductions of $28 million in Boston 


banks reduced all maturity classes except the 

longest term. The largest reductions were made in 
bonds maturing in five years or less. The increased hold- 
ings of other district banks were mainly in short-term 
securities and 10-20 year bonds. 

Boston banks also reduced their portfolios of state 
and local government obligations by $14 million. Other 
district banks more than offset this decline by adding 
$20 million to their holdings of these securities. There 
were but slight changes in district bank ownership of 
corporate bonds. 


Growth in Deposits 


Both demand and time deposits increased at Boston 
and other district banks from June 30 to October 5. 
The increase in Boston time deposits was accounted for 
entirely by foreign banks as Boston gained in the com- 
petition among financial centers for foreign business. 
Time deposits of individuals, partnerships and corpora- 
tions declined somewhat in Boston but increased $22 
million in other district banks as they generally met 
the competition of other savings institutions. Time as 
well as demand deposits of the United States Govern- 
ment declined both in Boston and elsewhere in the 
district, reflecting a seasonally low period in tax col- 
lections. 

Demand deposits of individuals, partnerships and 
corporations expanded by.$80 million at Boston and 
by $150 million in district banks outside Boston. This 
$230 million district increase exceeded the growth in 
earning assets by about $80 million, indicating that the 
district not only retained the deposits created by lend- 
ing activity but, in addition, gained deposits through 
financial inflows from other districts. a 



































MEMBER BANK STATEMENT OF CONDITION 
(Dollar Amounts in Thousands) 
Boston Other First District Banks 
| 
% Change! % Change 
October 5, from October 5, om 
1955 June 30, 1955 June 30, 
1955 1955 
Total Assets....... .| $2,837,089 | + 4.4 | $5,066,596 | +-3.9 
Total reserves, cash 
and balances..... 647,294 | +13.8 989,856 | + 9.9 
Total investments... . 804,840 | — 5.1 1,971,372 | + 21 
U. S. securities .... 609,545 — 45 1,487,758 | + 1.5 
Other securities ... 195,295 | — 68 483,614) + 3.8 
Total loans and 
discounts........ 1,334,254 | + 7.2 2,022,412 | + 3.0 
Commercial and in- 
dustrial loans.... 889,381 | + 62 755,802 |} + 2.0 
Real estate loans .. 117,741 +11.0 577,386 | + 3.5 
Other loans to in- 
dividuals....... 253,280 | + 62 602,480 | + 4.3 
All other loans. ... 102,292 | +11.8 117,498 | + 0.4 
Reserve for bad 
debt losses, etc... 28,440 - 02 30,755 + 27 
All other assets... .. 50,701 —11.7 82,956 | + 3.2 
Total Liabilities and 
Capital Accounts..| 2,837,089 | + 4.4 5,066,596 | + 3.9 
Liabilities......... 2,569,259 | + 4.7 4,655,490 | + 4.0 
Demand deposit™ . ‘| 2,260,472 ae a5 3,371,740 | + 4.4 
Time deposits...... | 234,510 | +12.8 1,206,152 | + 1.7 
| Allotherliabilities.| 74,276 | +904 | "77/598 | +35.8 
Capital Accounts. . -| 267,830 por 1.0 | 411,106 | + 24 
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